This paper analyzes the dynamics of the youth labor market in Tunisia using unique labor force survey data from 2005 to 2007 that include a longitudinal component. We show that sustained economic growth can reduce the youth unemployment rate by 15 percentage points over the next few years. Tourism is the sector with the highest potential to create jobs for the youth. Yet, the public sector remains the main provider of employment for the graduates, in particular for women. In the face of high turnover in the private sector, young graduates appear to be willing to experience long unemployment spells as they queue for high skill jobs in the public administration.
1.

INTRODUCTION
Over the last 10 years, Tunisia's macroeconomic performance has been consistently good. Real Gross Domestic Product (GDP) growth averaged 5 percent a year, reaching a record 6.3 percent in 2007. Yet the Tunisian economy is characterized by high unemployment (14.2 percent in 2010). In particular, the high rate of unemployment among young graduates-47 percent in 2007 for individuals aged 23-29 years with a university degree in law, economics and management-constitutes one of the key development challenges for the country.
The former Government of Tunisia included tackling youth unemployment among the priorities of the Eleventh and Twelfth Development Plans. Progress was slow, however. It is telling that the violent political protests which led to the departure of former President Ben Ali on 14 January 2011 were sparked by the public self immolation of a youth who had seen his informal business confiscated by the police in the interior of the country.
This paper seeks to address the following questions: 1) What is the relationship between GDP growth and the creation of youth employment in Tunisia? 2) How is youth unemployment likely to evolve in the next few years, in light of expected demographic growth and labor force participation? 3) Which sectors are most likely to contribute to the reduction of youth unemployment? 4) How does education affect labor market participation, mobility and the incidence and duration of unemployment? 5) Do women enjoy equal opportunities in the labor market, or is there a gender gap?
Relative to the existing literature, our work is novel in several respects. First, it relies on nationally representative data, which is rarely available, from the Labor Force Surveys (LFSs) carried out by the Tunisian National Institute of Statistics (INS) in 2005 (INS) in , 2006 (INS) in and 2007 . The high quality of the data and the large size of the samples allow a detailed analysis of the Tunisian labor market. Second, this study is the first to exploit the 2005-06 panel subsample of the LFSs. This allows the comparison of labor market dynamics between graduates and nongraduates, looking at the mobility between inactivity, unemployment and employment and across sectors of activity. Previous work by the Ministry of Employment and Professional Integration of the Youth and the World Bank (Ministère de l'Emploi et de l'Insertion Professionnelle des Jeunes (ME) and the World Bank, 2008 ) relies on a sample of graduates only and therefore lacks a control group. Third, we forecast youth unemployment over the next few years by combining the analysis of labor mobility with a study of economic growth and demographic trends.
The remainder of the paper is organized as follows. Section 2 provides a brief survey of the existing literature on the Tunisian labor market. Section 3 describes the data, defines the key concepts used in the following sections, and outlines the methodology for the analysis of the labor market. Section 4 forecasts unemployment, based on GDP growth and employment generation trends, and the expected evolution of the active population. Section 5 examines the Tunisian labor market and its dynamics. Finally, Section 6 concludes the paper and provides policy recommendations.
EXISTING LITERATURE
Most of the existing literature on employment in Tunisia adopts a macroeconomic perspective. Some studies focus on the evolution of labor demand and supply in a context of sustained growth, and on the net effect on unemployment (The World Bank, 2004a; Boughzala and Chemingui, 2004; Nabli et al., 2007; Redjeb and Ghobentini, 2005) . The effect of economic growth on job creation is measured by the GDP elasticity of employment. Most estimates of this elasticity across countries, time and sectors range from 0.2 to 0.8 (see Tables A1.1, A1 .2 and A1.3 in Annex 1 for a comprehensive survey). This implies that growth is generally associated with increasing labor productivity 1 (or, in other words, with reduced labor intensity). There are exceptions, however. In the Middle East and North Africa, growth in the agricultural sector was employment intensive from 1991 to 2003, with an elasticity of 1.06. Agriculture therefore remains a key sector for employment creation. In Tunisia, the GDP elasticity of employment during the period 1989-2001 varied between -0.1 and 1.6 in agriculture, 0.5 and 0.7 in manufacturing, and between 0.5 and 1.1 in services (The World Bank, 2004b ; see Table A1 .1).
A second stream of literature focuses on the effects of regional integration and trade liberalization (The World Bank, 2004b; Dennis, 2006) and on the consequences of the end of the multi-fibers agreement on the textile manufacturing industry (Marouani, 2009; Ben Ayed Mouelhi, 2007) . The authors point out that without adequate reforms and policies, trade liberalization will cause an increase in unemployment and wage inequality in Tunisia.
A study by the Tunisian ME and the World Bank (2008) analyzes the employment opportunities of a sample of university graduates. The report focuses on the transition from university to employment, surveying a sample of 4,763 individuals at regular intervals for 18 months after their graduation in 2004. The study finds that unemployment is widespread (46 percent) and higher for women (51 percent versus 38 percent for males). Unemployment is highest amongst graduates in law, at 68 percent. 2 About 38 percent of the sample remained unemployed for the whole 18 months covered by the survey. Another 17 percent left unemployment to participate in a program of professional integration, while 19 percent never participated in the labor force at all, remaining inactive for the whole period, and deciding in some instances to return to school. The remaining 26 percent found a job (ME and the World Bank, 2008) .
Wage employment accounted for 71 percent of total employment in the sample. Self-employment was rare and generally limited to architects, pharmacists and physicians. The public sector was the main employer, providing 52 percent of salaried jobs, mostly in education and health. Graduates' skills were mismatched to job characteristics for 15 percent of individuals with a university degree and for 33 percent of vocational trainees.
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About half of those employed in the private sector said they were looking for a better job, mainly because of the short-term or informal nature of their current employment (ME and the World Bank, 2008) .
According to the existing literature, the rapid expansion of the labor force drives Tunisia's high unemployment rate. The increasing participation of women in the labor market explains part of the phenomenon. Yet female participation in the labor force is still lower than expected given women's educational attainment and the decline in fertility (The World Bank, 2004b) . The analysis of labor market outcomes also reveals gender inequality. The gender parity ratio, defined as the ratio of female to male unemployment rates, increased from 1.1 in 2000 to 1.3 in 2005 ). In addition, men earn 14 percent more than women, at parity of education and other worker characteristics (The World Bank, 2004b) .
High unemployment among graduates is due to the fact that the demand for skilled labor comes mainly from the public administration (Boughzala and Chemingui, 2004; The World Bank, 2004b) , whose growth is constrained by budgetary considerations and by increasing privatization and deregulation. At the same time, the main private sector employers (agriculture, textile and construction) mostly need unskilled workers. The World Bank (2004b) forecasts an unemployment rate for graduates of 28 percent in 2016, with new entrants in the labor market (fresh from school) accounting for over half of job seekers. Therefore, "creating more and better jobs would call for moving up the valueadded ladder, towards higher-skill exports and services, while facilitating the emergence of the knowledge-based economy in the long term" (The World Bank, 2004b, p. 17) .
3.
DATA, DEFINITIONS AND METHODOLOGY
Data
Our analysis is based on complementary data sources on production and demographic trends, as well as on individual data from three LFSs. Time series on population, active population and unemployment rate are from the International Labor Organization (ILO)'s Labor Statistics data set. The time series on GDP are from the Tunisian National Institute of Statistics (INS), which also supplied GDP by sector of production.
The analysis of the labor market is based on data from three LFSs from 2005, 2006 and 2007. More specifically, the static analysis is based on the most recent LFS, which surveyed about 464,000 adults. We focus on 67,150 young individuals aged 23 to 29 not enrolled in an education program.
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The choice of the lower age bound is dictated by the need to compare university graduates with alike non-graduates, as 23 years old is the youngest age possible to enter the labor market after achieving a university degree (BAC+4). The upper bound is set at 29 rather than the usual 24 to maintain a sufficiently large sample. We restrict the sample to non-enrolled individuals to assess the effect of education on labor market performance, and students are in most cases inactive. Moreover, the LFS questionnaires do not identify the highest achieved degree for those currently enrolled (for example, vocational trainees may or may not have obtained a secondary degree (BAC)).
The dynamic analysis is based on a sample of about 11,000 youth interviewed by the LFS in both 2005 and 2006 and not being enrolled in school at the time of any of the two surveys. We therefore focus on mobility within the labor market rather than on performance at entry.
Definitions
Higher education. Individuals with higher education are those who completed at least a four-year university degree (BAC+4). These are the "graduates" in our analysis.
Labor market states. We consider five labor market states: inactivity, unemployment, regular wage employment, casual wage employment and selfemployment, whose definitions are standard. The inactive and unemployed did not work (or worked less than one hour) during the week before the interview. In line with the definition adopted by the country, the unemployed are either (a) looking for a job or (b) not looking for a job but willing to start working during the following two weeks if they receive an offer. Wage earners worked for at least one hour during the week prior to the interview and have received a salary; they are divided into regular and casual/seasonal employees, the latter being a proxy for informality. 6 Finally, the self-employed worked independently for at least one hour. The employment categories include those that are underemployed, i.e. those who work less than they would like.
Labor qualification (skill). We distinguish three levels of labor qualification, referring to the skill content of a job rather than to the education of the worker. Non-qualified jobs are elementary occupations as defined by the International Standard Classification of Occupations (ISCO code 9).
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Jobs with intermediate qualification encompass clerical support, service and sales, skilled agriculture, forestry and fishery, craft and related trade, plant and machine operation, and assembling (ISCO codes 4-8). High qualification jobs include managers, professionals and technicians (ISCO codes 1-3).
Sectors. In the following sections, we distinguish public and private sector jobs. Unfortunately, precise information on the public or private status of employers is not available. We therefore labeled the sectors that are traditionally part of the public administration as public services: water and electricity production and distribution, social and cultural services, education, health care and extra-territorial activities. Industry and private services, on the other hand, include the manufacturing industry, mining and refining, construction, retail, transport and telecommunications, hotels and restaurants (which include most of tourism), banks and insurance, real estate and various repair activities. Although some of these activities are part of the public sector, we believe that this category represents a satisfactory proxy for the private sector in Tunisia.
Regions. In the multinomial logit regression, we include variables measuring residence in the following seven administrative regions: 1) District of Tunis (made of the Governorates of Tunis, Ariana, Manouba, Ben Arous); 2) North-East (Governorates of Nabeul, Zaghouan, Bizerte); 3) North-West (Governorates of Beja, Jendouba, Le Kef, Siliana); 4) Centre-West (Governorates of Kairouan, Kasserine, Sidi Bouzid); 5) Centre-East (Governorates of Sousse, Monastir, Mahdia, Sfax); 6) South-West (Governorates of Gafsa, Tozeur, Kebili); 7) South-East (Governorates of Gabes, Medenine, Tataouine).
Methodology
The analysis of youth unemployment trends is based on the projected size of active youth population and GDP growth, and on our own estimates of the GDP elasticity of youth employment, defined as the ratio of youth employment growth to GDP growth, both in percentage terms.
The labor market profile is based on: a) descriptive statistics; b) the analysis of mobility between inactivity, unemployment and employment; c) the analysis of mobility across productive sectors; and d) the multivariate analysis of the determinants of the labor force state, which relies on a multinomial logit regression model.
The study of mobility across states or sectors is based on observed transition matrices, which measure the conditional probabilities of transition. The conditional probability of transition to state (sector) j in period t, conditional on being in state (sector) i one year earlier (t-1) is defined by the following expression:
We study how individual characteristics affect the likelihood of being in either one of the five labor force states defined above: 1) inactivity, 2) unemployment, 3) regular wage employment, 4) casual or seasonal wage employment, and 5) self-employment. The multinomial logit model can be formalized as follows:
where i is unemployment, used as reference state (omitted category). The log odds of being in state j relative to being unemployed are a linear function of individual characteristics X. We obtain four vectors of coefficients (one for each labor market state j=1 to 5, j  i).
The vector X measures a set of individual characteristics that include gender, university education, the interaction between gender and university education, age, the region of residence and living in rural areas. All variables are dichotomous, except for age. As some relevant variables may be omitted, we consider our results in terms of correlation rather than causality.
The value added of the estimation of model (2) relative to a descriptive analysis of the characteristics of the individuals in each labor market state is that the multinomial logit coefficients isolate the effect of each characteristic, while controlling for the others.
4.
YOUTH The previous paragraphs suggest that the Tunisian economy generated additional employment opportunities, but that demographic trends and increasing labor participation by women led to an even faster growth in labor supply. As a consequence, economic growth failed to dent youth unemployment. ILO population and participation forecasts suggest that this situation may change in the near future, however. In fact, the young population has been growing more slowly and will start contracting from 2012 onwards. The youth labor force is expected to follow a similar pattern. Making the assumptions that (a) the GDP elasticity of youth employment will remain constant at 0.24 (the average for the period 2005-07), and (b) GDP will grow by 1.1 percent in 2011, 3.3 percent in 2012 and by 4.5 percent a year from 2013 onwards, 9 then youth unemployment should have peaked at 26.2 percent in 2008, have decreased to 25.4 percent now, and further decline to 10.9 percent by 2018. The projection is illustrated in Figure  1 and in Annex 2. 8 We are able to calculate the GDP elasticity of youth employment only for the period 2005-07 using micro data from the LFSs and population series from the ILO. While employment figures from the INS' LFS refer to the 23-29 years age group, data on young population and young active population from the ILO LABORSTA data set refers to the 20-29 years age group. We trust that this inconsistency, which we cannot avoid, does not significantly bias the trends discussed in this paper. These positive forecasts, however, do not eliminate the Tunisian authorities' concern about youth unemployment in the short and medium run, and the desire to speed up its downward trend. In order to inform on policy options, we will now identify the sectors that most contribute to reducing youth unemployment, analyze the profile and dynamics of the youth labor market, and briefly look at the performance of professional integration programs.
ANALYSIS OF THE TUNISIAN LABOR MARKET
All the evidence presented hereafter refers to individuals aged 23-29 not enrolled in school, unless otherwise specified.
Sector Analysis
In 2007, the main employers of youth labor were agriculture (14.3 percent), public administration (14 percent), construction (12.5 percent), and distribution and retail (11.6 percent). Social and cultural services, manufacturing of mechanical and electrical materials, transport and telecommunications, and hotels and restaurants all accounted for about 5 percent of employment (Table A4 .1 in Annex 4).
Seven economic sectors employed youth labor intensively, i.e. their ratio of the share of employed youth labor to the share of produced value added was greater than one (see Table A3 .1 in Annex 3): textile manufacturing (2.75), construction (2.16), other manufacturing (1.33), non-market services (1.32), agriculture, forestry and fishery (1.26), manufacturing of mechanical and electrical materials (1.2), and retail (1.1). Most of these sectors were significant employers of youth labor, with at least 50,000 young workers.
In almost all sectors, the net generation of youth employment exceeded the growth rate of the young active population, which averaged 1.7 percent over the period 2005-07 (see Table A3 .1 in Annex 3). This was either due to an intensified use of youth labor relative to other labor, or to fast growth. The former is true for the construction sector, which absorbed youth labor and helped reduce youth unemployment despite value-added growth rates that were below average. The latter applies to retail and non-market services, which employed young labor increasingly less intensively, yet helped reduce youth unemployment thanks to consistently growing value added. Some sectors both grew fast and intensified their employment of young workers. This is the case of tourism (largely part of 'hotels and restaurants') and mining and refining, whose GDP expanded by 5.19 percent a year over 2005-07, while youth employment grew by 55.4 percent a year, generating a record elasticity of 13.29 (see Table A3 .1, last column).
Only a few sectors did not contribute to reducing youth unemployment. These were agriculture, production of building materials, textile manufacturing, and other manufacturing, which either experienced negative or moderate growth of youth labor employment (see Table A3 .1, column 4).
The dynamic analysis on the 2005-06 panel sample shows that, even in sectors that largely and increasingly rely on young labor, employment is often temporary. Only about 50 percent of youth working in construction, retail and hotels and restaurants were still employed in the same sector after one year (see Table A3 .2 in Annex 3). The result holds for all sectors (with retention rates ranging mostly between 50 and 60 percent), with the exception of non-market (mostly public) services, where only 25 percent of workers changed sectors or were jobless a year later. The impact of the end of the multi-fiber agreement in early 2005 on labor mobility in the textile industry is worth noting. Out of every 100 workers in the textile sector in 2005, 38 had quit or lost their job after one year. Only 11 had found another job, however, while 8 had become unemployed, and a surprisingly high number of 20 had left the labor market and become inactive. This may be due to the fact that the sector intensively employs female unskilled labor, and that inactivity is particularly high among women without a degree. Similarly pronounced work-to-inactivity flows can be observed in two other sectors only: agriculture, and social and cultural services.
The high turnover may have several non-mutually exclusive explanations. First, there may be a poor match between labor demand and supply. Firms do not find the most appropriate workers and skills, and conversely, employees do not find the right job; for this reason, either part terminates the work relationship or another individual ultimately fills the position. Second, most jobs may be unskilled. In this case, firms can easily replace workers, as there is not much jobspecific human capital accumulation. For the same reason, firms do not have incentives to pay efficiency wages above the market-clearing value. The poor match and the absence of efficiency wages may in turn be due to the fact that workers do not possess the skills required by employers. Third, reforms of the labor code, which have created an incentive to use short-term contracts, may also explain high turnover rates. Whatever the reason, the consequence is that qualified workers who value stability have an incentive to queue for public sector jobs.
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To find out whether a skill gap or mismatch exists, the relationship between education and type of employment must be examined.
Education and Type of Employment
For every 100 non-enrolled youth, 72 have not completed secondary school, 13 hold a high-school degree (Baccalauréat or BAC), six completed a vocational training program, and nine obtained a four-year or longer university degree (see Table A4 .2 in Annex 4). Among university graduates, the most common disciplines are economics, management and law (31.5 percent of university graduates), social sciences (20.9 percent), hard sciences (11.8 percent) and engineering (9.9 percent). Labor force participation in this population segment stands at 71 percent. Out of 100 active individuals, 49 hold a regular wage-earning job, eight a casual or seasonal wage-earning job, 18 are self-employed and 26 are unemployed (see Table 1 , last column).
University education is associated with a high rate of unemployment: Table A4 .3 in Annex 4). It is lowest among individuals without secondary education (20.5 percent). Among university graduates, it is lowest for engineers (24.5 percent), and highest for graduates in economics, management and law (47.1 percent) and in social sciences (43.2 percent).
Formal employment-using regular wage employment as a proxy-is positively associated with education, particularly for engineers (69.7 percent, conditional on labor force participation), for those with an M.Phil or Doctorate (64.2 percent) and for scientists (53.5 percent). Generally low, casual and seasonal wage employment is highest for individuals with a secondary education or lower (5.1 percent and 9.9 percent respectively). The self-employed are primarily those with a high school education or less (16 percent and 22.3 percent, respectively) and graduates in medicine and pharmacy (20.3 percent).
Education is also positively correlated with job quality, represented by skill content (for all workers) and, for wage workers, by having a written contract. The left hand panel of Table A4 .4 (Annex 4) shows that out of one hundred employed individuals with less than a secondary education, only eight perform a high-skill job, while 27 hold an elementary job and 65 a job with intermediate qualification. At the opposite extreme, about 90 percent of employed engineers and graduates in medicine and pharmacy hold a high-skill job, and none an elementary one; and while vocational training also reduces the share of elementary work, it does not increase the share of high-skill work. Among employed university graduates, those with a degree in economics, management and law are the least likely to be employed for a high-skill work (59.5 percent). Written contracts, limited to wage earners, paint a similar picture, with two exceptions: vocational training remarkably increases the likelihood to hold a contract, which is on par with the level observed for university graduates; and graduates in medicine and pharmacy, despite holding highly skilled jobs, are more likely to work without a contract (22.5 percent).
As for sectors of employment, 11 holding a university degree carries a high probability of working in the public sector. About 56 percent of graduates in medicine and pharmacy, and 49 percent of the graduates in social sciences and hard sciences, are employed in the public services (Table A4 .5, Annex 4). The graduates in economics, management and law and in engineering are notable exceptions, as only about 15 percent work in public services, while the largest proportion are employed in industry and private services. Agriculture, on the other hand, relies mainly on workers who do not hold a secondary degree.
Using a longitudinal sample of about 11,000 youth observed in 2005 and 2006, we calculate the conditional probabilities of transition across labor market states. Due to the small number of graduates in the sample, we consider three states only: inactivity, unemployment and employment. The first panel in Table  A3 .3 (Annex 3) shows that 77 percent of the non-graduates who were out of the labor force in 2005 were still inactive in 2006, 7 percent were looking for a job, and 16 percent were employed. At the same time, only 36 percent of those who were unemployed in 2005 were still looking for a job one year later, while 23 percent had stopped looking and 41 percent were employed. This indicates that unemployment lasts 19 months on average ( Table 2) .
The dynamics for university graduates, on the other hand, is remarkably different (Table A3 .4 in Annex 3, panel A). First, unemployment lasts longer. Out of 100 graduates unemployed in 2005, 58 were still jobless and in search of work one year later, and only 30 had found a job (compared to 41 among nongraduates). Therefore, the average duration of unemployment for those with a university degree is 28 months. Second, inactivity is mostly temporary. Only 29 percent of the university graduates who were out of the labor force in 2005 were still inactive one year later. A record 46 percent had transitioned into unemployment, and another 25 percent had found a job. Finally, graduates who find a job tend to hold it longer: only 17 percent of graduates employed in 2005 were no longer employed in 2006, versus 22 percent of non-graduates. 
Gender Differences
The aggregate picture, however, conceals important gender differences. At parity of education, women are less likely to be employed (see Table 1 ). For individuals with secondary education or less, this is due to women's lower participation in the labor force: the inactivity rate is as high as 64 percent for women without secondary education and 32 percent for women with a secondary school degree, compared to 9 and 3 percent for equally educated men (see Table A4 .3 in Annex 4).
Holding a vocational training or a university degree generally reduces the differences in labor force participation between genders, although 10.4 percent of female engineers are neither working nor looking for a job, compared with 1.6 percent for men. Educated women, however, experience higher unemployment than their male counterparts. For instance, 53.4 percent of female graduates in economics, management and law are unemployed, which is about 14 percentage points more than for men with equal qualification. The unemployment rate among female engineers is 37.1 percent, compared to 20.7 percent for men. This unemployment gap holds across all disciplines, although it is substantially narrower for graduates in social sciences (41.1 percent for males and 44 percent for females).
The high inactivity rate among women who have not completed secondary education may be due to hidden unemployment. In other words, young uneducated women do not look for a job because they have lost hope of finding one. Alternatively, some women may choose to work at home instead of entering the labor market. The available data do not allow the disentangling of demand and supply side factors, and both hypotheses must be carefully considered.
In addition, women are less likely than men to be self-employed. Table  A4 .3 in Annex 4 shows that self-employment is a relevant option only for individuals with a secondary education or less, and for those with a university degree in medicine or pharmacy. This holds true only for men, however. Among individuals with less than a secondary education, men are four times more likely than women to own their own business. The ratio is 2:1 for secondary school graduates, and 2.5:1 for graduates in medicine or pharmacy. This may again be due either to barriers preventing women to enter self-employment, or to a preference for other labor market states.
When employed, women also hold lower skilled jobs than equally educated men. For instance, 47.2 percent of young women with a degree in economics, management or law have a job with intermediate qualification, and 52.1 percent a job with high qualification. The corresponding percentages for men with the same degree are 31.4 and 66.7. Among physicians and pharmacists, 95.2 percent of men have a highly qualified job against 84 percent of women. This is unlikely to be due to supply-side factors.
Among the active, women are less likely than men to be employed in the private sector. Table 3 presents an index of gender equality. The index is calculated, for each level of education, as the ratio of the share of female employees to the share of women in the active population. Values below one indicate a bias in favor of men, while values above one signal a preference for women. The table indicates that industry and private services tend to hire men more than women. Out of an equal number of male and female active engineers, for example, the industry and private services sector hires 79 women for every 100 men. On the other hand, the public service sector hires 108 female engineers for every 100 men. Indeed, the public service sector is generally the main provider of employment for women and exhibits a slight bias in their favor for all education levels and most disciplines.
This may illustrate that women prefer public-sector jobs to private-sector employment. It could be explained by a preference for shorter work schedules, but also by evidence that the returns on education for women are higher in the public than in the private sector (Ben Halima et al., 2011) . In this case, women would prefer queuing for a public sector job and accept a period of unemployment rather than work in industry and private services. Table A3 .3 (Annex 3) shows very different patterns of mobility in the labor market for non-graduate men and women. Inactivity is more permanent for women: 83 percent of women out of the labor force in 2005 were still inactive one year later, compared to 36 percent of men in the same situation; in addition, 44 percent of unemployed women and 29 percent of employed women had left the labor force, while this was true for only 13 and 6 percent of men, respectively. Conversely, employment is more temporary for women than for men. Women are less likely than men to hold a job after one year (only 65 percent of them do, against 84 percent of men) or to find one when unemployed (only 27 percent do, against 48 percent of men). The duration of unemployment is shorter for women-17 months versus 20 for men (Table 2 )-only because they leave the labor force.
The patterns of mobility for women with a university education, on the other hand, are similar to those of equally educated men. First, active women do not leave the labor force more than men. Second, unemployed women have as many chances as men to find a job. Third, women who have a job are as likely to keep it as men. Inactive women, on the other hand, are more likely than inactive men to stay out of the labor force one year later (Table A3 .4, Annex 3). These results are confirmed by the estimation of a set of conditional multinomial logit models, presented in Table A3 .5 in Annex 3. The findings may indicate that university education erases most of gender differences in the patterns of labor mobility. They could also be result of self-selection, however. In other words, women pursuing university education may have specific motivations and profiles that affect labor mobility.
Education and Expectations
As discussed above, university graduates who work are more likely to have qualified jobs and a formal contract, and are mostly employed in the public sector. On the other hand, they experience higher and longer unemployment. Graduates' average unemployment lasts nine months more than non-graduates'. This could indicate that skilled individuals queue for the best jobs-most often in public administration-and prefer longer unemployment to accepting available positions that do not match their expectations. According to the Financial Times (2008): "The problems are compounded by a general disdain in the region for manual work and a tradition in many countries of providing secure, wellpaid jobs in the public sector for educated young people.
Though the public sector is no longer expanding, the majority of youth still appear to hunker after a government job and those that can afford it are prepared to remain unemployed for long periods in the hope of a vacancy turning up. […] The scarcity of public-sector jobs has thus led to a rise in unemployment among graduates, especially women. […] One recommendation […] is the need to change young people's 'mindset', to encourage them to consider jobs in the private sector as well as the possibility of creating their own business."
Although the idea of fostering youth entrepreneurship appears sensible, substantial barriers to starting a business, such as credit constraints, remain. The problem must be addressed through comprehensive industrial policies tackling all constraints in a systematic way.
Another possible explanation for graduates' long unemployment is the poor match between the skills provided by university education and those required by potential employers, particularly in the private sector. This is consistent with the finding that the public sector remains the main source of employment for many graduates.
The overlap between the demand and supply of skilled labor may be improved by reforming university curricula, and by involving the productive sectors in the design and implementation of training activities. Several studies recommend reforming the education system to improve the relevance of the curricula on the job market (Redjeb and Ghobentini, 2005 ; The World Bank, 2004a) . Abid (2008) calls for greater collaboration between universities and firms.
The problem may not be limited to university education, however. In fact, the latest PISA (Program for International Student Assessment) reports from the OECD (2009) shows that the quality of Tunisia's secondary education is low relative to a sample of 65 countries. Tunisia is consistently ranked among the last ten countries as far as 15-year-old students' reading, mathematics and science skills are concerned.
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A reform of primary and secondary education may therefore help improve the skills of university graduates and better match them with firms' demand.
The existing pool of graduates, who cannot benefit from curricula reforms, could however gain from professional insertion programs that are better focused and targeted. The government of Tunisia spends about 1.5 percent of GDP on these programs, which are relatively successful in reducing unemployment. The index of relative effectiveness in Table 4 is the ratio comparing the unemployment rate among beneficiaries and among those who have not participated in these programs. All values are below 1, indicating that the programs help reduce unemployment. The lowest values (indicating best performance) are for individuals with vocational training, and for graduates in economics, management and law, as well as engineering. In all these cases, the programs of professional integration cut the rate of unemployment by more than 50 percent relative to non-beneficiaries. This should not be construed as a 12 Tunisia is respectively ranked 56 th , 60 th and 55 th out of 65 countries in reading, mathematics and science skills. Finance, Vol. 7, No. 2 [2011] , Art. 1 DOI: 10.2202/1475-3693.1394 rigorous assessment of the programs' efficacy, however, due to potential selection problems (the participants are not randomly selected).
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Nonetheless, only 5 percent of the youth in the LFS sample had benefited from a program of professional insertion in 2007.
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About 11 percent did not know if they had participated, suggesting that the programs are not well known. 
Multivariate Analysis
We complement the descriptive analysis of the previous sections by analyzing the determinants of the labor market status through a multinomial logit model. In multinomial logit regressions, one modality of the dependent variable is excluded and serves as reference-in our case unemployment. The estimated coefficients (one for each remaining modality j) can be read as the marginal effect of the variable on the probability of being in status j relative to unemployment, which is the reference state.
Because of the small number of graduates and our interest in studying the interaction with gender, we include among the independent variables a single dummy variable for university degree rather than one for each alternative kind of degree. As we include a dummy for gender, one for university degree, and their interaction, the coefficient on the variable 'female' expresses the marginal effect of that gender relative to men among the non-graduates. With these explanations in mind, we can now analyze the effect of individual characteristics on the type of employment. Full results are presented in Table A4 .6 in Annex 4.
Among non-graduates, women are more likely to be either inactive or regular wage earners, and less likely to be casual/seasonal wage earners or selfemployed (rather than unemployed), relative to equally educated men. This corresponds to the findings of the descriptive analysis of the previous sections, and confirms that they were not due to the omission of age and regional considerations, for which we are now controlling.
Among males, having a university degree reduces the likelihood of being in any other state but unemployment. In other words, all else being equal, a university degree increases the likelihood of unemployment. This is consistent with the hypothesis that graduates queue for a job they consider worth of their education.
Having a university degree reduces the difference between women and men, except in self-employment. In fact, the sign of the coefficient on the interaction between gender and degree is opposite to the sign of the coefficient on gender only. In some cases the reduction is partial, and a difference persists: for example, women with a university degree are still more likely to be inactive than men with the same education. In the case of casual/seasonal wage earning, the difference is totally offset. In other cases, the balance shifts. For example, women with a university degree are less likely to be in regular wage employment than men, while amongst non-graduates the opposite holds. The only case in which education does not reduce gender differences is self-employment: women are less likely than men to be self-employed, no matter the level of education.
Relative to the youngest, the oldest in the sample are more likely to be in any labor market state than unemployed. In other words, age reduces the likelihood of unemployment. This explains the difference between the unemployment rates presented in Table A4 .3 and those estimated by the ME and the World Bank (2008) , as the latter refer to new graduates. As for inactivity, our result is probably driven by the exit from the labor force associated with marriage within the context of a traditional one-earner family model. Those who do not leave the labor force tend to find a job (with equal probability for wage earning and self-employment).
Living outside the District of Tunis makes it more likely to be either inactive, casually employed for wage or self-employed, than to be unemployed. The only exception is the North-West, where inactivity is less likely than in Tunis, and where self-employment is equally likely. Relative to Tunis, regular wage employment is more likely than unemployment in the North-East and in the Centre-West, and less likely in all other regions. Overall, these results point to Tunis as a district where: i) labor force participation is higher; ii) access to regular wage employment is easier than in the rest of the country (except the North-East and Centre-West), but also where; iii) the likelihood of unemployment is highest.
Relative to unemployment, living in rural areas increases the likelihood of inactivity, casual wage earning and self-employment, and reduces the chances to find regular wage employment.
CONCLUSIONS AND POLICY RECOMMENDATIONS
Tackling youth unemployment has become an absolute priority for the national development policy in Tunisia. The problem has multiple causes. First, the size of the Tunisian young population has been increasing due to a demographic boom, and the rising number of university graduates has led to higher labor market participation, in particular among women. Second, youth employment is shortlived, with about half of these positions changing every year. Third, some of the sectors relying intensively on youth labor, including the public administration, have recently recorded modest growth rates.
The literature provides a set of recommendations to solve the problem. Nabli et al. (2007) suggest comprehensive policies establishing an environment encouraging the development of the private sector and workers skills. Agénor et al. (2007) simulate reductions in payroll taxes on unskilled labor, cuts to public sector wages, public sector layoffs, subsidies to private employment and reduction in unions' bargaining strength, and recommend a composite reform program. Dennis (2006) suggests that the effectiveness of structural reforms depends on the flexibility of the markets for inputs. The World Bank (2004a) and Boughzala and Chemingui (2004) criticize the rigidity of the regulation regarding the termination of work contracts, and identify it as one major constraint to industrial restructuring. In another work, the World Bank (2004b) finds that the public wage policies generate a bias in favor of the public sector, making employment in the private sector relatively less attractive. Marouani (2010) proposes (i) a massive investment in research and development to increase both productivity and demand for highly educated workers and (ii) better incentives to promote the export of highly skilled services. Overall, however, a rigorous evaluation of the effectiveness of these policies in the Tunisian context is still missing.
Our projections point to a rosier future. If Tunisia maintains an economic growth of 4.5 percent annually after 2012, the youth unemployment rate should drop substantially in the coming years. Continuing to implement economic reforms seeking to sustain economic growth should therefore be a top priority for the Government. This is in line with the findings of the World Bank (2004a) , that recommends intensifying the liberalization of the markets for commodities, services and labor, and promoting the development of small and medium private enterprises through the improvement of the investment climate and the quality of public services to the private sector.
At the same time, a few features specific to the youth labor market deserve immediate attention and action. University graduates looking for a job experience long periods of unemployment, as long as 28 months on average. They eventually obtain good quality jobs (with high levels of qualification and longer tenures), mostly as regular wage employees in the public sector. Low self-employment mainly reflects entry barriers and constraints.
Our analysis also highlights significant gender differences. First, labor force participation is much lower among women, although tertiary education results in a narrower gap. Second, graduate women face higher unemployment rates. Third, while they are at least as likely as men to be employed in the public sector, they have a lower likelihood of employment in the private sector. Finally, women are more likely to hold temporary and less qualified jobs, and are less prone to self-employment. Although some of these findings may be due to women's preference for certain types of employment, the lower job qualification at parity of education is a source of concern and should be addressed, for example in the context of active employment policies.
Programs of professional integration need to be reformed to improve the quality of the targeting. Finally, development policies should account for the regional differences highlighted by the multivariate analysis. The decentralization of labor offices and the creation of job opportunities away from the capital and the Eastern coast may reduce regional disparities. Redjeb and Ghobentini (2005) recommend strengthening and decentralizing labor offices, and suggest that their network be extended to cover the South and the interior of the country.
Unemployment benefits and public-work programs for retrenched workers are also under discussion. Notably, the interim government announced in January 2011 a proposal to employ unemployed youth graduates part time in the public sector. They would work half time and receive a monthly payment of 150 Tunisian dinars (about 77 Euros), equivalent to two thirds of the minimum wage of 225 Tunisian dinars (for 40 hours of work per week in the public sector in 2009). No study has been conducted to date on the sustainability of this program, however, and information is not available on the number of youths who would be interested in participating. Economics and Finance, Vol. 7, No. 2 [2011] Table A1 .2 -World and regional estimates of employment elasticities
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Average annual GDP growth rates 1 9 9 1 -1995 1995-1999 1999-2003 1991-1995 1995-1999 1999-2003 Economics and Finance, Vol. 7, No. 2 [2011 ], Art. 1 DOI: 10.2202 /1475 -3693.1394 Annex 2 -Youth unemployment outlook NR=not reliable, when the number of observations was not sufficiently large to estimate transition probabilities; (a) for the inactive, it should be read as "Remained inactive"; (b) for the unemployed, it should be read as "Remained unemployed". . A * indicates that the explanatory variable is significant at 10 percent, **significant at 5 percent, and ***significant at 1 percent. 
Annex 3 -Labor market dynamics
Annex 4 -Static analysis: labor market profile
